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World Economy 

 

The US economy is expected to continue a slow but steady growth.  The MSCI 
World Index is still -14% in dollar terms from last May’s record high.  According to 
a US Market analyst the S&P 500 Index is -7.4% below its fair value of 2,104.   
China's central bank cut the proportion of funds banks must set aside as reserves, 

in the latest attempt to keep growth on track.  Eurozone inflation fell to -0.2% in 
February, leading to expectations that the European Central Bank will announce 
some extra stimulation in March.  
 

SA Economy 

 
The budget, presented on the 24th February 2016, focused on a combination of tax 

increases, especially a further increase in the fuel levy, and fiscal consolidation. 
Very few new spending initiatives were offered, although there is a substantial 
increase in spending on tertiary education and some relief for the farming 
community. Foreign investors and the international credit rating agencies are likely 

to welcome the Minister’s intention to reduce the fiscal deficit as well as contain 
government debt. The business community will welcome the intention to remove 
barriers to business investment.  A large number of tax changes were introduced 
including an increase in the fuel levy of 30c/l, an increase in capital gains tax, and 

a rise in transfer duties for properties worth more than R10 million. The question 
is, will the budget presented be enough for South Africa to maintain its investment 
rating? 

 
Although many difficulties are experienced locally, the equity indices look as if they 
are in low territory and ready for upward movement. The industrial index is down 
-8% from the November record high. This index is dominated by rand hedges, 

whose share prices are more driven by offshore economics than local SA economics. 
Gold shares performed well, with the JSE Gold Index +93% so far in 2016. The iron 
ore price has picked up quite sharply, from $38/ton to $48/ton. This has helped 
Kumba Iron Ore gain +191% in the past few weeks. The platinum index has been 
up +38% so far in 2016.  
 

Initiatives and trends to follow 

 

• The repo rate with the possibility of two further increases during 2016.  

• More stimulus in the Eurozone in March. 

• Less interest rate hikes by the FED during 2016 as initially expected. 

• An increase in the inflation rate due to the drought and electricity costs. 

• An increase in the cost of oil, currently above $36 a barrel.  

Continued volatility is expected on share markets, as the socio-economic 
challenges and political turmoil increases, locally and abroad. 
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